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INTRODUCTION 


GENERAL INFORMATION 

All municipalities, at both the district and local level, are required by national legislation (Municipal Systems 
Act, No. 32 of 2000) to prepare Integrated Development Plans (IDPs) and review them annually. The above- 
mentioned legislation specifies that the IDP should reflect the community needs and the prioritized actions to 
address these needs, l.e. the priority to be implemented. 

The Municipal Systems Act (MSA) also prescribes that an extensive consultation process must be under- 
taken as part of the IDP process to obtain the inputs from communities in respect of their needs. Apart from 
specifying the needs of communities, the IDP should also specify a vision for the area, l.e. the desired future 
state of the community and its surrounds and plans to achieve it. 
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MAYOR’S 

FOREWORD 

MAYOR N.A. JIYANE 


I am required, in terms of the Legislation, which empowers local authorities in South Africa, to present a 
foreword to each Annual Report issued by this Council. The Municipal SystemsAct and the Municipal Financial 
Management Act require Municipalities to prepare an Annual Report each year, which contains: 

• The annual Financial Statements of the Municipality. 

• An audited report and corrective actions where required; 

• An annual performance report, which assesses the performance of the Municipality against budget 
objectives with details of performance targets for the following year(s) and measures taken to improve 
performance; and other information. 

This Council has been fortunate in that we have produced such Annual Reports long before they 
became mandatory, which dates from this most recent financial year. 

DEVELOPMENT AGENCIES 

As Municipalities are the development agents of the national government, their performance in implement- 
ing development actions is also of great interest on a national level, Municipalities being as they are at the 
cold face of new actions. By reporting on as many aspects as possible of development dynamics, national 
and provincial levels of government can get valuable feedback on the ways in which development policy is 
implemented nationwide. To be fair, such a mayoral report is not an easy task in that the Council must take 
many factors in to consideration when allocating funds for the ultimate benefit of our community. 

This is exacerbated by the financial challenges posed to this new Municipality by its narrow tax base and the 
fact that it will take time to benefit substantially from the implementation of the Property Rates Act. There is also 
the reality of the consequences caused by the national government cutting back on our equitable share by a 
significant percentage of what we previously received. Nationwide there is a huge pressure on all municipali- 
ties to improve on service delivery. 

SOCIAL ACTIVITIES 

This means, among other things, that my Council must continue to provide infrastructural developmental 
services, but also be seen to be involved in supporting, and indeed funding, local social activities such as sport, 
women’s and youth days, cultural events and other commemorations, often attended by national dignitaries. 
Tough decisions have to be taken in this regard when allocating scarce funds. Smaller local authorities, of 
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which we are an excellent example, simply do not have the resources to provide the services needed in al- 
leviating the huge backlogs in service delivery. Priorities need to be set in orderthat community aspirations be 
met. I further believe that the national government should be persuaded to provide the necessary funding for 
many social services over and above the funds provided for ongoing infrastructural additions. The Municipal 
Infrastructure Grant we received from the national government last year was below the figure, which Council 
considered essential in order to sustain its developmental obligations to the community while at the same time 
acting as the State’s agent in providing essential service delivery actions. 

Despite all this, I feel we performed well in the year under review. 

• Incorporation of new information and accommodating changing circumstances; 

• Comments received from the various role-players in the assessment of the last IDP review; 

• Areas requiring additional attention in terms of legislative requirements not addressed 
during the previous years of the IDP Sector Plans; 

• Progress report on IDP Projects implemented and review of prioritised projects; 

• Review of key issues as identified through the Public Participation process; 

• The update of the 5-year Financial Plan as well as the list of projects, inclusive of a 
3-year capital investment framework. 

In undertaking the review, Council ensured that the process was: 

• Implementation oriented 

• Strategic 

• Integrated 

• Participatory 

The review process has been guided by a plan, which was adopted by Council, advertised for public comment, 
and submitted to the IDP Forum. 

EXTENSIVE CONSULTATION 

Extensive public consultation was undertaken to inform the review. Meetings were held in all six Wards and the 
public participation was satisfactory. The objectives of the meetings included re-testing public opinion on what 
the communities felt they needed, as well as reporting to them on progress made with the implementation of 
their many requirements, which had been identified as developmental mandates. Voluminous lists of issues 
raised by the communities as well as of potential projects, which focussed on community needs, were drawn 
up and are available, if necessary. 

Topping the general list of needs were, not unexpectedly, issues relating to accessibility of water, electricity, 
sanitation, health issues and poverty alleviation, while creches, road signage, community gardens, transport 
and dipping tanks, to name a few, ran like constant silver threads through the discussions. 

The IDP Development Key issues have remained unchanged over the past 5 years of IDP processes; even 
though some issues have become less critical, some have become even more critical. 

An example of issues that have become less critical includes restructuring of Council’s organization- 
al Structure. An issue, which has been addressed to an extent, is that some of the vacant posts have 
advertised and subsequently filled. 

Another example, to the contrary, includes the vexed Land Reform situation. In terms of the Powers and Func- 
tions of the Municipality, the provision of basic services and infrastructure investment is distributed among 
service authorities, as per table on page 6 
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Infrastructure and 
Services 

Responsible 

Authority 

Responsible For 

Distribution 

Water and Sanitation 

uThungulu District 

uThungulu 


Electricity 

Eskom 

Eskom 

Roads 

Dept. Transport / 
District / Mthonjaneni 

DoT - Provincial Roads and Community Access 
Roads 

District - District Roads 

Mthonjaneni - Municipal Roads 

Refuse Removal 

Mthonjaneni 

Mthonjaneni - Urban Areas 

Telecommunications 

Telkom 

Telkom 

Cemeteries 

Mthonjaneni 

Mthonjaneni 

Housing 

Dept. of Housing 

Mthonjaneni 


Whilst there is still a backlog of infrastructure and service provision, a number of infrastructure projects have 
been implemented despite the financial constraints. 

WATER 

This has been provided to areas that were previously without water, even though there are problems in some 
areas. The 1996 and 2001 Census figures indicated that a large number of households were dependant on 
natural water sources such as springs, rivers and streams. However, it is encouraging to see that between 
1996 and 2001, the number of households with piped water in a dwelling and piped water on a stand in- 
creased from 850 and 118 to 1724 and 2114 respectively. Since this period, the uThungulu District Municipality 
has provided basic water and has invested substantially in infrastructure. 

SANITATION 

ln 2001, the number of households without any toilet facilities increased and this is related to the 
population increase. The numbers of households with flush toilets and pit latrines also increased. In 2003/04, 
the Municipality, like many parts of the province was struck by the cholera outbreak. In response to this and 
in line with relief programmes, a number of VIP toilets were built in areas that were identified as desperately 
in need. 

ELECTRICITY 

Eskom is continuing with its phased approach for providing electricity. Accessibility, topography, and the cost 
of providing electricity in sparsely populated communities has remained Eskom’s challenge in this area. 

ROADS 

The availability of financial and human resources has made the provision and maintenance of community 
access roads slow while the maintenance of provincial roads is ongoing. 

REFUSE REMOVAL 

Refuse removal has not yet extended to cover areas outside Melmoth and Thubalethu. 
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TELECOMMUNICATIONS 

Telkom maintains a strict business approach to providing telecommunications but public telephones have 
been introduced at various public centres. 

CEMETERIES 

The Council has opened the new cemetery in Melmoth. Home burials are still very common in rural areas. 

HOUSING 

Provision of housing has been very slow due to the inability of the Department of Housing to approve 
applications. A housing plan has now been prepared and finalised. 

LOCAL ECONOMIC DEVELOPMENT (LED) 

Council has identified a number of areas of local economic significance including: 

Mixed use areas (with emphasis on tourism and industry, and agriculture.) Whilst land use management issues 
have been dealt with through the LUMS, environmental management issues are still not fully addressed. An 
audit of environmental assets and liabilities, as well as an environmental management plan has been com- 
menced with. Use issues include Land Tenure with land disputes a high priority. This requires that the Depart- 
ment of Land Affairs speed up the pending Land Reform programmes. Council has observed that a number 
of smaller Poverty Alleviation projects have turned out unviable. Reasons include poor marketing, lack of 
skills and support, and lack of sufficient funding. These projects are also perceived to be targeted at the older 
generation. Council has considered a new approach whereby municipal-wide projects rather than Ward-Level 
projects will be funded and the nature of the projects would be such that they attract an interest from the youth. 
The development of agriculture in previously disadvantaged areas has not been fully exploited because of 
land tenure issues. The tourism sector is yet another example of an area which can be further examined and 
definitely developed in this Municipality. A Local Economic Development Plan detailing the issues referred to 
above has also been prepared forthe Municipality. 

MUNICIPAL TRANSFORMATION 
AND INSTITUTIONAL DEVELOPMENT 

The restructuring of the Organisational Structure has been done for the Municipality and an Institutional 
Organogram prepared. Whilst a number of vacant posts have been advertised and filled, there is still a 
shortage of financial and human resources to efficiently deal with all the needs of the people of Mthonjaneni 
Municipality. Despite the financial constraints, Council has performed well in terms of delivering services. The 
Municipality requires additional support from central and provincial government in order to fulfil its mandate 
to deliver services. Even though the organisational restructuring process identified the need to introduce new 
posts for an IDP Manager, a PMS Manager, and an Internal Audit Manager these posts have not yet been 
filled. At present, the responsibility to prepare and implement the IDP rests with the Municipal Manager. The 
Director Corporate and Community Services has been tasked to champion this process. The Municipality has 
prepared a Performance Management System. 

FINANCIAL VIABILITY AND MANAGEMENT 

The vacant post of the Chief Financial Officer (CFO) has been filled and staffing in the finance 
department has been beefed up over the past few years. The report on progress on the implementation of 
these projects where the Municipality is responsible for the implementation is a clear indication that capital 
budgets are being spent on priority developments. 


0 








GOOD GOVERNANCE AND 
COMMUNITY PARTICIPATION 

“Public participation is a process leading to a joint effort by stakeholders, technical specialists, the 
authorities and the proponents who work together to produce better decisions than if they had acted 
independently.” (Manyaka et al; 2002) The statement above is further emphasized through various pieces of 
legislation such as the Constitution, 1996 and the Municipal System Act, 2000, which instructs service delivery 
authorities to engage the public on issues of service delivery and development. The Mthonjaneni Municipal 
Council has always upheld the view that public meetings should be at Ward level. Other stakeholder engage- 
ments occurred at a district level during the district family IDP alignment meetings. 

STRATEGIC FRAMEWORK 

The Strategic Framework includes the Vision for the Municipality. Council is satisfied with its present 
Strategic Framework however, as part of the strategic planning process, Council has revised its development 
Vision. 

VISION 

“Mthonjaneni Municipality will strive to promote local economic development through investments and 
establishment of partnerships, to provide a minimum level of quality services to all residents through 
establishment of proper communication channels, improved infrastructure and maintenance of its financial 
viability” 

MISSION 

Our Mission is to promote a quality social economic environment for all living in our boundaries by 

• Providing opportunities for all to aspire to a better future; 

• Providing a safe and secure environment; 

• Providing a high level of affordable essential basic services; 

• Supporting the poorest of the poor and vulnerable groups; 

• Providing service excellence; 

• Encouraging community participation in service delivery; and 

• Good governance. 

SPATIAL DEVELOPMENT 
FRAMEWORK (SDF) 

The original Spatial Development Framework (SDF) was adopted by Council during July 2002 as part of the 
Mthonjaneni IDP process. 

The review of the SDF has been prompted by the following: 

• to accommodate more up to date information, such as land use information 

• the need to provide guidelines on the management of development in the urban / rural interface 

• to incorporate the findings and recommendations of Sector Plans such as the Land Use 
Management System. 

The Priority Projects List has been revised in accordance with funding allocations made available to the 
projects. 

PROGRESS ON IMPLEMENTATION OF IDP PROJECTS 

PLANNED IDP PROJECTS 

The Planned IDP Projects are grouped into two, namely: 

• Projects on Service Provider’s Programmes; 

• Projects identified by Steering Committees and Representatives Forums 
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CURRENT IDP PROJECTS 

The priority Projects List has been revised in accordance with funding allocations made available to 
the projects. 


SERVICE DELIVERY SURVEY 


ITEM 

STANDARD 

PROVINCIAL 

INDICATOR/ 

MUNICIPAL 

PERFORMANCE 

BACKLOG 

PREVIOUS 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

ANNUAL 

DEVELOPMENT 

CURRENT 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

CURRENT 
SERVICE 
DELIVERY 
TARGET FROM 
IDP 

CURRENT 
BUDGET 
TARGET FROM 
IDP 

SERVICE 

DELIVERY 

Numberof 
households with 
access to basic 
water 

22 000 

2 350 

2 500 new HH in 
one year 


2 000 

BUDGET 


50% 


60% 

60% 

SERVICE 

DELIVERY 

Numberof 
households with 
access to basic 
sanitation 


/ 




BUDGET 


/ 




SERVICE 

DELIVERY 

Numberof 
households with 
access to basic 
electricity 






BUDGET 


1 450 




SERVICE 

DELIVERY 

Numberof 
households with 
access to basic 
solid waste 
removal 






BUDGET 


1450 




SERVICE 

DELIVERY 

Numberof 
households 
earning less than 

R1 100 having 
access to free 
basic water 

5 000 

1 200 

1 300 


1 350 

BUDGET 


20% 


25% 

25% 

SERVICE 

DELIVERY 

Numberof 
households 
earning less than 

R 1 100 having 
access to free 
basic sanitation 


/ 




BUDGET 


/ 




SERVICE 

DELIVERY 

Numberof 
households 
earning less than 

R 1 100 having 
access to free 
basic electricity 






BUDGET 


400 
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ITEM 

STANDARD 

PROVINCIAL 

INDICATOR/ 

MUNICIPAL 

PERFORMANCE 

BACKLOG 

PREVIOUS 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

ANNUAL 

DEVELOPMENT 

CURRENT 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

CURRENT 
SERVICE 
DELIVERY 
TARGET FROM 
IDP 

CURRENT 
BUDGET 
TARGET FROM 
IDP 

SERVICE 

DELIVERY 

Numberof 
households 
earning less than 

R 1 100 having 
access to free 
basic solid waste 
removal 






BUDGET 


400 




SERVICE 

DELIVERY 

% Municipality’s 
Capital Budget 
spent on projects 
identified in the 
Municipality’s IDP 
(Refer to KPI 35 
below) 






BUDGET 


70% of Capital 
Budget 


100% of Capital 
Budget 

90% of Capital 
Budget 

SERVICE 

DELIVERY 

Numberof jobs 
created through 
Municipal LED 
initiatives 
(Refer to No 8 in 
Questionnaire) 


21 jobs 

25 jobs 


26 jobs 

BUDGET 


30% 


35% 

30% 

SERVICE 

DELIVERY 

Numberof people 
from employment 
equity target 
groups 

employed in the 

three highest 

management 

levels in the 

Municipality 

(consolidated 

figure) 

(Refer to No 3 in 
Questionnaire) 


1 

- 


1 

BUDGET 






Can only 
be done 
after expiry 
of existing 
contracts 

Municipal 

Manager 
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ITEM 

STANDARD 

PROVINCIAL 

INDICATOR/ 

MUNICIPAL 

PERFORMANCE 

BACKLOG 

PREVIOUS 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

ANNUAL 

DEVELOPMENT 

CURRENT 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

CURRENT 
SERVICE 
DELIVERY 
TARGET FROM 
IDP 

CURRENT 
BUDGET 
TARGET FROM 
IDP 

SERVICE 

DELIVERY 

Numberof women 
employed in the 
three highest 
management 
levels in the 
Municipality 
(consolidated 
figure) 

1 

0 

- 


0 

BUDGET 






Can only 
be done 
after expiry 
of existing 
contracts 

Municipal 

Manager 






SERVICE 

DELIVERY 

Numberof people 
with disabilities 
employed in the 
three highest 
management 
levels in the 
Municipality 
(consolidated 
figure) 

0 

0 

- 


0 

BUDGET 






Can only 
be done 
after expiry 
of existing 
contracts 

Municipal 

Manager 






SERVICE 

DELIVERY 

% of the 
Municipality’s 
budget spenton 
implementing the 
workplace skills 
plan (Refer to KPI 
18 & 19 below) 






BUDGET 


0.005 


0.005 


SERVICE 

DELIVERY 

Financial viability 

1 

(Refer to 

Annexure A) 






BUDGET 


0% 


0% 


SERVICE 

DELIVERY 

Financial viability 

2 (Refer to 
Annexure A) 






BUDGET 


5.7% 


4.7% 
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ITEM 

STANDARD 

PROVINCIAL 

INDICATOR/ 

MUNICIPAL 

PERFORMANCE 

BACKLOG 

PREVIOUS 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

ANNUAL 

DEVELOPMENT 

CURRENT 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

CURRENT 
SERVICE 
DELIVERY 
TARGET FROM 
IDP 

CURRENT 
BUDGET 
TARGET FROM 
IDP 

SERVICE 

DELIVERY 

Financial viability 

3 

(Refer to 

Annexure A) 






BUDGET 


12.15 


14.75 


SERVICE 

DELIVERY 

Numberof 
Councillors who 
have undergone 
leadership 
development 
training 


11 

11 



BUDGET 






SERVICE 

DELIVERY 

Numberof senior 

management 

(Section 57) who 

have undergone 

leadership 

development 

training 


2 

2 



BUDGET 






SERVICE 

DELIVERY 

Number 
of women 
Councillors 

- 

3 

- 


3 

BUDGET 






SERVICE 

DELIVERY 

Numberof women 
Mayors 

- 

1 

- 



BUDGET 






SERVICE 

DELIVERY 

Numberof full- 
time Councillors 
appointed in 
relation to 
number approved 
by MEC 

0 

0 

- 


- 

BUDGET 


5% 


7% 

5% 

SERVICE 

DELIVERY 

% reduction 
in short-term 
liabilities (next 
financial year) 
covered by cash 
(current financiai 
year) 






BUDGET 


0% 
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ITEM 

STANDARD 

PROVINCIAL 

INDICATOR/ 

MUNICIPAL 

PERFORMANCE 

BACKLOG 

PREVIOUS 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

ANNUAL 

DEVELOPMENT 

CURRENT 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

CURRENT 
SERVICE 
DELIVERY 
TARGET FROM 
IDP 

CURRENT 
BUDGET 
TARGET FROM 
IDP 

SERVICE 

DELIVERY 

% reduction in 
short-term debt 
(nextfinancial 
year) covered by 
current revenue 
(current financial 
year) 






BUDGET 






SERVICE 

DELIVERY 

Reduction in 
the percentage 
of long-term 
liabilities as part 
of total revenue 






BUDGET 


0% 




SERVICE 

DELIVERY 

% operating 
budgetfunded 
from cash 






BUDGET 


100 



100 

SERVICE 

DELIVERY 

% improved cost 
recovery with 
respect to trading 
services: water 


/ 




BUDGET 


/ 




SERVICE 

DELIVERY 

% improved 
cost recovery 
with respect to 
trading services: 
sanitation 


/ 




BUDGET 


/ 




SERVICE 

DELIVERY 

% improved 
cost recovery 
with respect to 
trading services: 
electricity 






BUDGET 


1.67% 



0.32% 

SERVICE 

DELIVERY 

% improved cost 
recovery with 
respect to trading 
services: refuse 






BUDGET 


5.98% 



9.10% 

SERVICE 

DELIVERY 

% improved cost 
recovery with 
respect to trading 
services: other 
( inserting 
appropriate 
index)? 


/ 




BUDGET 


/ 







ITEM 

STANDARD 

PROVINCIAL 

INDICATOR/ 

MUNICIPAL 

PERFORMANCE 

BACKLOG 

PREVIOUS 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

ANNUAL 

DEVELOPMENT 

CURRENT 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

CURRENT 
SERVICE 
DELIVERY 
TARGET FROM 
IDP 

CURRENT 
BUDGET 
TARGET FROM 
IDP 

SERVICE 

DELIVERY 

% reduction in 
consumables/ 
services debtors 
(as part of total 
billable income) 


5.7% 



4.7% 

BUDGET 






SERVICE 

DELIVERY 

% allocation 
of the total 
Municipal budget 
to implement 
projects to benefit 
beneficiaries 
of the indigent 
register (FBS, 

LED etc) 

5 000 indigent 
households 

5 000 HH 

5 000 HH 


5 000 HH 

BUDGET 


30% of budget 
spent on indigent 
beneficiaries 


36% 

40% of budget 
spent on indigent 
beneficiaries 

SERVICE 

DELIVERY 

% of ??? budget 
spent 






BUDGET 


80% 


96% 


SERVICE 

DELIVERY 

% of the Capital 
Budget allocated 
for and spent 
on strategic 
intervention areas 
of the Spatial 
Development 
Framework 






BUDGET 


30% 


60% 

40% 

SERVICE 

DELIVERY 

% of restored 
landfill volume 
licensed in terms 
of the relevant 
legislation and 
authority 






BUDGET 


100% 




SERVICE 

DELIVERY 

Numberof 
schools served 
with RDP level 
water (National 
Target 2006) 

200 of 250 

50 

60 


60 

BUDGET 


5% 


6% 

6% 


14 
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ITEM 

STANDARD 

PROVINCIAL 

INDICATOR/ 

MUNICIPAL 

PERFORMANCE 

BACKLOG 

PREVIOUS 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

ANNUAL 

DEVELOPMENT 

CURRENT 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

CURRENT 
SERVICE 
DELIVERY 
TARGET FROM 
IDP 

CURRENT 
BUDGET 
TARGET FROM 
IDP 

SERVICE 

DELIVERY 

Numberof 
schools served 
with RDP level 
sanitation 
(National Target 
2006) 

240 of 250 





BUDGET 






SERVICE 

DELIVERY 

Numberof clinics 
served with 

RDP level water 
(National Target 
2007) 

26 of 60 





BUDGET 






SERVICE 

DELIVERY 

Numberof clinics 
served with 

RDP level water 
(National Target 
2007) 

16 of 60 





BUDGET 






SERVICE 

DELIVERY 

Numberof 
bucket sanitation 
systems 
eradicated 
(National Target 
December 2007) 






BUDGET 






SERVICE 

DELIVERY 

Numberof 
households with 
access to formal 
housing (National 
Target 2014) 






BUDGET 






SERVICE 

DELIVERY 

Number of Ward 

committees 

established 

8 Wards 

4 

None 


None 

BUDGET 


3% 


None 

None 




ITEM 

STANDARD 

PROVINCIAL 

INDICATOR/ 

MUNICIPAL 

PERFORMANCE 

BACKLOG 

PREVIOUS 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

ANNUAL 

DEVELOPMENT 

CURRENT 

YEAR’S 

CONCLUDING/ 

CONSOLIDATED 

BASELINE 

CURRENT 
SERVICE 
DELIVERY 
TARGET FROM 
IDP 

CURRENT 
BUDGET 
TARGET FROM 
IDP 

SERVICE 

DELIVERY 

% Ward 

Committees 

functional 

6 Wards 

4 

4 


6 

BUDGET 


3% 


6% 

6% 


IMPACT PERFORMANCE INDICATORS 


% improvement 
in attendance 
at Ward 
Committee 
meetings 


79% 











% increase 
in customer 
satisfaction 
with municipal 
service delivery 
infrastructure 












No survey 
undertaken 

% increase 
in customer 
satisfaction with 
municipal LED 
delivery 












No survey 
undertaken 

% increase 
in customer 
satisfaction with 
municipal good 
governance 












No survey 
undertaken 

% increase in 
internal (official) 
satisfaction with 
municipal good 
governance 












No survey 
undertaken 
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MTHONJANENI MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
FOR THEYEAR ENDED 
30 JUNE 2007 

I am responsible forthe preparation of these annual financial statements, which are set out on pages 1 to 36, 
in terms of Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the 
Municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 1 8 of these annual finan- 
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GENERAL REPORT FROM THE 
AUDITOR - GENERAL 

REPORT OF THE AUDITOR-GENERAL TO THE MUNICIPAL Council AND KWA-ZULU NATAL 
PROVINCIAL LEGISLATURE ON THE FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION 
OF THE MTHONJANENI MUNICIAPLITY FOR THE YEAR ENDED 30 JUNE 2007. 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying financial statements of the Mthonjaneni Municipality which comprise the 
balance sheet as at 30 June 2007, income and cash flow statements for the year then ended, and a 
summary of significant accounting policies and other explanatory notes, as set on pages 19-60. 

Responsibility of the accounting officer for the financial statements 


2. The accounting officer is responsible for the preparation and fair presentation of these financial statements 
in accordance with the basis of accounting determined by the National Treasury, as set out in accounting 
policy note 1 to the financial statements and in the manner required by the Local Government: Municipal 
Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA). This responsibility includes: 

• designing, implementing and maintaining internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement whether due to fraud or error 

• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with section 4 of 
the Public Audit Act , 2004 (Act No. 25 of 2004) (PAA) and section 126(3) of the MFMA my responsibility is to 
express an opinion on these financial statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing. Those standards require 
that I comply with the ethical requirements and plan and perform the audit to obtain reasonable assurance 
whether the financial statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and 
fair presentation of the financial statements in orderto design audit procedures that are appropriate in the 
circumstances, but notforthe purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. 

6. An audit also includes evaluating the: 

• appropriateness of accounting policies used 

• reasonableness of accounting estimates made by management 

• overall presentation of the financial statements. 
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7. Paragraph 11 etseq. ofthe Statement of Generally Recognized Accounting Practice, GRAP 1 Presenta- 
tion of Financial Statements requires that financial reporting by entities shall provide information on whether 
resources were obtained and used in accordance with the legally adopted budget. As the budget reporting 
standard is still in the process of being developed. I have determined that my audit of any disclosures made 
by Mthonjaneni Municipality in this respect will be limited to reporting on non-compliance with this disclosure 
requirement. 

8. I believed that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my 
audit opinion. 

Basis of Accounting 

9. The Municipality’s policy is to prepare financial statements on the basis of accounting determined by the 
National Treasury as set out in accounting policy note 1. 

Opinion 

10. In my opinion the financial statements present fairly, in all material respects, the financial position of the 
Mthonjaneni Municipality as at 30 June 2007 and its financial performance and cash flows for the year then 
ended, in accordance with the modified standards of GRAP, GAMAP and GAAP: the basis of accounting 
determined by the National Treasury, as set out in accounting policy note 1 to the financial statements and in 
the manner required by the MFMA. 

Emphasis of Matter 

Without qualifying my audit opinion, I draw attention to the following matters: 

Basis of accounting deviation 

11 . As set out in accounting policy 1 the National Treasury approved a deviation from the basis of accounting 
applicable to the Municipality in terms of General Notice 552 of 2007 issued in Government Gazette 30013 of 
29 June 2007. 

OTHER MATTERS 

I draw attention to the following matters that are ancillary to my responsibilities in the audit of the financial 
statements: 

Material corrections made to the financial statements submitted for auditing 

12. The financial statements, approved by the accounting officer and submitted for auditing on 30 August 
2007, have been significantly revised in respect of the following misstatements identified during the audit: 

The fixed assets as per the Local Economic Development ward project were recognized in the financial 
statements at a total cost of R1 841 477. However in the accordance with the South African Statement of 
Generally Accepted Accounting Practice, IAS 16 expenditure should only be capitalized to the extent of costs 
actually incurred in respect of assets being R343 317, the total overstatement of fixed assets in the financial 
statements which were adjusted and amounted to R1 498 160. 

13. Internal Control 

Section 62(1 )(c)(i) of the MFMA states that the accounting officer must ensure that the municipality has and 
maintains effective, efficient and transparent systems of Financial and risk management and internal control. 
The table below depicts the root causes of the matters indicated as they relates to the five components of 
internal control. 
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Material 
corrections to 
the financial 
statements 







14. Unaudited Supplementary Schedules 

The supplementary information set out on pages 27 to 31 does notform part of the financial statements and 
is presented as additional information. I have not audited these schedules and accordingly I do not express 
an opinion on them. 

OTHER REPORTING RESPONSIBILITIES 
Reporting on Performances Information 

15. I was engaged to audit the performance information. 

Responsibilities of the accounting officer 

16. In terms of Section 121(3)(c) of the MFMA the Annual reportof a municipality must include the annual 
performance report of the municipality prepared by the municipality in terms of the section 46 of the Local 
Government: Municipal Systems Act, 2000 (act no.32 of 2000) (MSA) 

Responsibility of the Auditor-General 

17.1 conducted my engagement in accordance with section 1 3 of the PAA read with General Notice 646 of 
2007 , issued in Government Gazette no 29919 of 25 May 2007 and section 45 of the MSA. 

18. In terms of the foregoing my engagement included performing procedures of an audit nature to obtain 
sufficient appropriate evidence about the performance information and related systems processes and pro- 
cedures. The procedures selected depend on the Auditors judgment. 

1 9. I believe that the evidence I have obtained is sufficient and appropriate to provide a basis for the audit 
findings reported below. 

Audit Findings 

Non-compliance with regulatory requirements 

20. The Municipality did not submit a performance report as required by section 46 of the MSA. 

21. The Municipality did not develop key performance indicators and performance targets as required by sec- 
tion 41 of MSA. 

Appreciation 

22. The assistance rendered by the staffof the Mthonjaneni Municipality during the Audit is sincerely 
appreciated. 
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REPORT OF THE CHIEF 

FINANCIAL OFFICER 

1. OPERATING RESULTS 

Details of the operating results per department, classification and object of expenditure are included in 
Appendices D and E. The applicable statistics are shown in Appendix F. The overall operating results for 
the year ended 30 June 2007 are as follows: 




Actual 

2006 

R 

Actual 

2007 

R 

Variance 

2006/2007 

% 

Budget 

2006/2007 

R 

Variance 

Actual 

% 


INCOME 






Opening Surplus 

11,159,591 

13,392,298 




Operating Income 
for the vear 

23,873,497 

31,997,779 

34.03 

29,213,609 

9.53 

Sundrv Transfers 

896,635 

1,329,977 




Closina Deficit 







35,929,723 

46,720,054 









Actual 

2006 

R 

Actual 

2007 

R 

Variance 

2006/2007 

% 

Budget 

2006/2007 

R 

Variance 

Budget 

Actual 

% 


EXPENDITURE 






Operating expenditure for 
the year 

22,537,425 

29,275,117 

29.90 

29,213,609 

0.21 

Sundry Transfers 


14,981 




Closing Surplus 

13,392,298 

17,429,956 





35,929,723 

46,720,054 





(i) Grants received increased from R1 1 ,81 3,1 41 to R18,582,815, 57.3% increase. That accounts for the 
budget growth. 

1.1 RATE AND GENERAL SERVICES 




Actual 

2006 

R 

Actual 

2007 

R 

Variance 

2006/2007 

% 

Budget 

2006/2007 

R 

Variance 

Budget 

Actual 

% 


Income 

18,317,322 

25,673,811 

40.16 

23,067,609 

11.30 

Expenditure 

17,371,576 

23,451,902 

35.00 

23,557,598 

0.45 

Surplus (deficit) 

945,746 

2,221,909 




Surplus (deficit) 
as % of Total Income 

5 

8.65 








24 



Gazette.indd 24 


2008/05/19 03:30:33 PM 







1.2 ELECTRICITY SERVICES 

The prices for the purchase of electricity as well as postal and telecommunication charges, salaries and 
wages are subject to administered adjustments. The following is a summary of the operating results of the 
Mthonjaneni Municipality Electricity Services: 



Actual 

Actual 

Variance 

Budget 

Variance 


2006 

2007 

2006/2007 

2006/2007 

Budget 

Actual 


R 

R 

% 

R 

% 

Income 

5,556,175 

6,323,968 

13.82 

6,146,000 

2.90 

Expenditure 

5,165,849 

5,823,215 

12.73 

5,656,011 

2.96 

Surplus (deficit) 

390,326 

500,753 




Surplus (deficit) 
as % of Total Income 

7 

7.92 





Resources used to finance the fixed assets were as follows: 


2. CAPITAL EXPENDITURE AND FINANCING 

The expenditure on fixed assets incurred during the year amounted to R6 317 965 



Actual 

Budget 

Actual 


2006/2007 

2006/2007 

2005/2006 


R 

R 

R 

Roads 

2.910.762 

2.323.000 

181.662 

Building 

829,241 

1,260,959 


Other Infrastructure 

536,828 

600,000 

634,110 

Other Fixed Assets 

304,220 

71,750 

96,173 

Vehicles 

238,754 

280,000 

335,599 


4,819,805 

4,535,709 

1,247,544 


2.1 SOURCE OF FINANCING 



Actual 

Actual 


2007 

2006 


R 

R 

Contribution from 

Operating Income 

260,504 

1,247,544 

Grants and Subsidies 

4,559,301 


Surplus Revenue 




4,819,805 

1,247,544 


2.3 FUNDS, RESERVESAND PROVISIONS 

The movement regarding accumulated funds, reserves, trust funds and provisions is given in Appendix A. 




2.4 A WORD FROM THE CHIEF FINANCIAL OFFICER 

I have been in the office of CFO for seven months of the year and wish to place on record my appreciation to 
the Mayor, members of the Council, the Municipal Manager and staff for the assistance given in the take over 
process. 

My sincere appreciation to the previous CFO, Mrs. Rosemary Sefton for the leaving behind of a well run and 
organised Financial Department. A special word of appreciation to the personnel of the Finance Department 
for their dedication and commitment to the successful running of the Department. 


MR. M.J. BOWMAN 
CHIEF FINANCIAL OFFICER 

Date: 16August2007 

ACCOUNTING POLICIES 

The principal accounting policies adopted in the preparation of these Financial Statements are set out 
below and are consistent with those of the previous financial year. 

1. BASIS OF PRESENTATION 

The Annual Financial Statements have been prepared in accordance with Standards of Generally 
Accepted Accounting Practices (GRAP) and Standards of Generally Accepted Municipal Accounting 
Practices (GAMAP) prescribed by the Minister of Finance in terms of General Notice 991 and 992 of 
2005. 

The standards are summarised as follows: 


GRAP 1 

Presentation of financial statements 

GRAP 2 

Cash flow statements 

GRAP 3 

Accountinq policies, chanqes in accountinq estimates and errors 

GAMAP 4 

Effects of chanqes in foreiqn exchanqe rates 

GAMAP 9 

Revenue 

GAMAP 7 

Accountinq for investments in associates 

GAMAP 8 

Financial reportinq of interests in joint ventures 

GAMAP 12 

Inventories 

GAMAP 17 

Property, plant and equipment 

GAMAP 19 

Provision, continqent liabilities and continqent assets 


Accounting policies for material transactions, events or conditions not covered by the above GRAP and/ 
or GAMAP Standards have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. 
These accounting policies and the applicable disclosures have been based on the South African 
Statements of Generally Accepted Accounting Practices (SAGAAP) including any interpretations of such 
Statements issued by the Accounting Practices Board. 

The Minister of Finance, has, in terms of General Notice 552 of 2007 exempted compliance with certain of the 
above mentioned standards and aspects or parts of these standards. Details of the exemptions applicable to 
the Municipality have been provided in the notes to the Annual Financial Statements. 

A summary of the significant accounting policies, which have been consistently applied except where an 
Exemption has been granted, are disclosed below. 
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2. CONSOLIDATION 

The balance sheet includes the Rate and General Services, Trading Services and the differentfunds, reserves 
and provisions. All inter-departmental charges are set-off against each other, which are treated as income and 
expenditure in the respective departments. 

3. PRESENTATION CURRENCY 

These Annual Financial Statements are presented in South African Rand. 

4. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

5. RESERVES 

5.1 Capitalisation Reserve 

On the implementation of GAMAP/GRAP, the balance on certain funds, created in terms of the various 
Provincial Ordinances applicable at the time, that had historically been utilised for the acquisition of items of 
property, plant and equipment have been transferred to a Capitalisations Reserve instead of the accumulated 
surplus/(deficit) in terms of a directive (budget circular) issued by National Treasury. The purpose of this 
Reserve is to promote consumer equity by ensuring that the future depreciation expenses that will be incurred 
over the useful lives of these items of property, plant and equipment are offset by transfers from this reserve 
to the accumulated surplus/(deficit). The balance on the Capitalisation Reserve equals the carrying value of 
the items property, plant and equipment financed from the former legislated funds. When items of property, 
plant and equipment are depreciated, a transfer is made from the Capitalisation Reserve to the accumulated 
surplus/(deficit). When an item of property, plant and equipment is disposed, the balance in the Capitalisation 
Reserve relating to such item is transferred to the accumulated surplus/(deficit). 

5.2 Government Grant Reserve 

When items of property, plant and equipment are financed from government grants, a transfer is made from the 
accumulated surplus/(deficit) to the Government Grants Reserve equal to the Government Grant recorded as 
revenue in the Statement of Financial Performance in accordance with a directive (budget circular) issued by 
National Treasury. When such items of property, plant and equipment are depreciated, a transfer is made from 
the Government Grant Reserve to the accumulated surplus/ (deficit). The purpose of this policy is to promote 
community equity by ensuring that the future depreciation expenses that will be incurred over the usefui lives of 
government grant funded items of property, plant and equipment are offset by transfers from this reserve to the 
accumulated surplus/(deficit) When an item of property, plant and equipment financed from the government 
grants is disposed, the balance in the Government Grant Reserve relating to such item is transferred to the 
accumulated surplus/(deficit). 

5.3 Donations and Public Contributions Reserve 

When items of property, plant and equipment are financed from public contributions and donations, a transfer 
is made from the accumulated surplus/(deficit) to the Donations and Public Contributions Reserve equal to 
the donations and public contributions recorded as revenue in the Statement of Financial Performance in 
accordance with a directive (budget circular) issued by National Treasury. When such items of property, plant 
and equipment are depreciated, a transfer is made from the donations and Public Contributions Reserve to 
the accumulated surplus/(deficit). The purpose of this policy is to promote community equity and facilitate 
budgetary control by ensuring that sufficient funds are set aside to offset the future depreciation charges 
that will be incurred over the estimated useful life of the item of property, plant and equipment financed from 
donations and public contributions. When an item of property, plant and equipment financed from government 
grants is disposed, the balance in the Donations and Public Contributions Reserve relating to such item is 
transferred to the accumulated surplus/(deficit). 








6. PROPERTY, PLANTAND EQUIPMENT 

6.1 Fixed Assets are stated: at valuation (based on the market value price at date of acquisition), where 
assets have been acquired by grant or donation. While they are in existence and fit for use, except in 
the case of bulk assets which are written off at the end of their estimated life as determined by the Chief 
Financial Officer. 

6.2 Property, Plant and Equipment 

Property, plant and equipment, is stated at cost, less accumulated depreciation, except land and buildings, 
which are revalued as indicated assets, defined as culturally significant resources, are not depreciated owing 
to the uncertainty regarding their estimated useful lives. Similarly, land is not depreciated as it is deemed to 
have an indefinite life. Depreciation is calculated on cost, using the straight-line method over the estimated 
useful lives of the assets. The annual depreciation rates are based on the following estimated asset lives:- 



Years 

Other 

Years 

Infrastructure 




Roads and Paving 

30 

Specialist vehicles 

10 

Electricity 

20-30 

Other vehicles 

6 



Office equipment 

3-7 

Community 


Furniture & fittings 

7-10 

Security 

5 

Bins and containers 

5 


Specialized plant and equipment 10-15 

Other items of plant and equipment 


Where the carrying amount of an item of property, plant and equipment is greater than the estimated 
recoverable amount, it is written down immediately to its recoverable amount and an impairment loss is charged 
to the Statement of Financial Performance. 

6.3 Capital assets are financed from different sources, including external loans, operating income, 
accumuiated surplus. These loans and advances are repaid within the estimated lives of the assets acquired 
from such loans or advances. 

6.4 Capital assets sold or disposed of, the net proceedings will be used to finance furthercapital assets. 

6.5 The Municipality has taken advantage of the transitional period set out in GAMAP 17 and exemption has 
been permitted by the Minister of Finance, in terms of notice 552 of2007, and confirmed by National Treasury 
on 19 November 2007. The Municipality has taken advantage of the provision in that the addition to Community 
Buildings which were not completed at year end amount to R1 498 1 60.24. 

7. ACCUMULATED SURPLUS 

Provision can be made from the accumulated surplus for future capital projects included in the integrated 
development plan, infrastructure and other items of property plant and equipment. 

8. RETIREMENT BENEFITS 

Melmoth and its employees contribute to R.S.A. Municipal Pension Fund and Councillors contribute to the 
Municipal Councillors Pension Fund which provides retirement benefits to such employees and Councillors. 

The retirement benefit plan is subject to the Pensions Funds Act, 1 956, with pensions being calculated on the 
final pension remuneration paid. Current contributions are charged against operating income on the basis of 
Full actuarial valuations are performed at least every three months. 

9. SURPLUSES AND DEFICITS 

Any surpluses or deficits arising from the operation of the Electricity are retained in that service for its own 
use. 
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10. INVESTMENTS 

Financial instruments, which include listed government bonds, unlisted municipal bonds, fixed 
deposits and short-term deposit invested in registered commercial banks, are stated at cost.. When 
investments have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as 
an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is 
charged or credited to the statement of Financial Performance. 

11. REVENUE RECOGNITION 

11.1 Revenue from rates is recognized when the legal entitlement to this revenue arises. Collection charges 
are recognized when such amounts are legally enforceable. Interest on unpaid rates is recognized on a time 
proportion basis. 

Service charges relating to electricity are based on consumption. Meters are read on a monthly basis and are 
recognized as revenue when invoiced. Provisional estimates of consumption are made monthly when meter 
readings have not been performed. The provisional estimates of consumption are recognized as revenue 
when invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in which 
meters have been read. These adjustments are recognized as revenue in the invoicing period. Revenue from 
the sale of electricity prepaid meter cards are recognized at the point of sale and not when prepaid electricity is 
consumed. Revenue from the sale of goods is recognized when the risk is passed to the consumer. Revenue 
arising from the application of the approved tariff of charges is generally recognized when the relevant service 
is rendered. Interest and rentals are recognized on a time proportion basis. Revenue from spot fines is rec- 
ognized when payment is received, and the revenue from the issuing of summonses is only recognized when 
collected. Government grants are recognized as revenue when all conditions associated with the grant have 
been met. Where grants have been received but the Municipality has not met the condition, a liability is raised. 
Amounts received from government and donors for the purpose of acquiring items of property, plant and 
equipment are also recognized as revenue. 

11.2.1 Pensioners who own and occupy rateable property whose joint gross monthly income does 
not exceed the amounts set out hereunder shall qualify for the rebates reflected: 


Joint Gross Monthlv Income 

Rebate 

0 - 2 500 

90% 

2 500 - 3 000 

80% 

3 001 - 3 000 

70% 

4 001 - 4 500 

50% 


11.2.2 Pensioners who own but do not occupy rateable property whose joint gross income does not 
exceed the amount set our hereunder shall qualify for the rebate reflected: 


Joint Gross Monthly Income 

Rebate 

0 - 1 500 

20% 


12. PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a result of past 
events, it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation and a reliable estimate of the provision can be made. Provisions are reviewed at reporting sheetdate 
and adjusted to reflect the current best estimate. 

13. INVENTORIES 

Consumable stores, raw materials, work-in-progress and finished goods are valued at the lower of cost and net 
realizable value. In general, the basis of determining cost is the first-in, first-out method. 








Unsold properties are valued at the lower of cost and net realizable value on a weighted average cost basis. 
Direct costs are accumulated for each separately identifiable development Costs also include a proportion of 
overhead costs. 

Redundant and slow-moving inventories are identified and written down and regard to their estimated 
economic or realizable values. Consumables are written down with regard to their age, condition and utility. 

14. CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid investments 
that are held with registered banking institutions with maturities of three months or less and are subject to an 
insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents compromise cash on hand, deposits 
held on call with banks and investments in financial instruments, net of bank overdrafts. 

15. ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable value. An estimate is made for doubtful receiv- 
ables based on debtors outstanding for more than 90 days for electricity and refuse debtors. Bad debts are 
written off during the year in which they are identified. Amounts that are receivable within 12 months from the 
reporting date are classified as current. 

16. TRADE CREDITORS 

Trade creditors are stated at their nominal value. 

17. CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that 
the Municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To 
the extent that the criteria, conditions or obligations have not been met a liability is recognised. 

18. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of 
the conditions of an allocation received from another sphere of government, Municipality or organ of state 
and expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act 
(Act No. 56 of 2003). Unauthorised expenditure is accounted for as an expense in the Statements of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

19. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 
of 2003), the Municipal Systems Act (Act No. 32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) 
or is in contravention of the Municipality’s supply chain management policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial 
Performance. 

20. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the 
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Statement of Financial Performance and where recovered, its is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

21. COMPARATIVE INFORMATION 

21.1 Current year comparatives: 

Budgeted amounts have been included in theAnnual Financial Statements of the current financial yearonly. 

21.2 Prior year comparatives: 

When the presentation or classification of items in the Annual Financial Statements is amended, prior period 
comparative amounts are reclassified. The nature and reason for the reclassification is disclosed. 
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MTHONJANENI MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION 

FOR THE YEAR ENDED 30 JUNE 2007 

Note 


2007 

2006 



R 

R 

NET ASSETS AND LIABILITIES 




Net Assets 


37,972,546 

30,445,060 

Accumulated Surplus/(deficit) 

1 

17,429,956 


13,392,298 


Capitalisation reserve 


7,061,915 


8,004,655 


Government grant reserve 


13,453,766 


9,010,404 


Donations and Public reserve 


26,909 


37,703 


Non-current liabilities 


0 

0 

Current liabilities 


8,460,494 

4,849,637 

Consumer deposits 

2 

490,388 


453,818 


Current Provisions 

3 

109,895 


7,890 


Creditors 

4 

7,860,211 


4,387,929 






Total Net Assets and Liabilities 


46,433,040 

35.294.697 

ASSETS 




Non-current assets 


20.542.590 

17.052.762 

Property, Plant and Equipment 

5 

20,542,590 


17,052,762 


Long-term receivables 

7 

0 


0 


Current Assets 


25,890,450 

18,241,935 

Inventory 

8 

98,451 


112,155 


Investments 

6 

9,739,000 


9,739,000 


Consumer debtors 

9 

2,347,610 


2,041,559 


Other debtors 

10 

548,828 


197,992 


Current portion of long-term debtors 

7 

0 


0 


Bank balance and cash 

11 

13.156.56 


6.151.229 






Total 


46,433,040 

35,294,697 

(Note: The Statement of Financial Position has been prepared in accordance with GRAP 1 and the budget 

formats) 
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MTHONJANENI MUNICIPALITY 

STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2007 


Budget Actual 


2006 

2007 

Notes 

2007 

2006 

R 

R 



R 

R 



REVENUE 




3,053,098 

3,240,000 

Property rates 

12 

3,244,297 

3,094,494 

106,000 

270,000 

Property rates - penalties imposed and collection charges 


301,756 

250,084 

4,404,750 

5,401,000 

Service charges 

13 

5,343,260 

4,857,737 

310,800 

382,000 

Rental of facilities and equipment 


344,826 

419,551 

820,000 

850,000 

Interest earned - external investments 


1,542,395 

948,144 

550,000 

70,000 

Fines 


163,363 

7,118 

1,812,200 

1,620,000 

Licences and permits 


1,626,593 

1,767,873 

13,241,000 

16,712,009 

Government grants and subsidies 

14 

18,582,815 

11,813,141 

809,860 

668,600 

Other income 

15 

848,475 

715,355 

25,107,708 

29.213.609 

Total Revenue 


31.997.779 

23,873,497 



EXPENDITURE 




7,322,699 

7,405,149 

Employee related costs 

16 

7,292,261 

6,766,105 

908,300 

1,805,772 

Remuneration of Councillors 

18 

1,802,049 

887,891 

35,000 

60,000 

Collection costs 


40,623 

29,127 

1,223,500 

1,098,000 

Repairs and maintenance 


881,286 

1,187,438 

3,240,400 

3,410,000 

Bulk purchases 

20 

3,553,321 

3,039,715 

255,220 

297,156 

Service charges 


296,056 

250,113 

11,864,610 

14,862,532 

General expenses - other (including abnormal expenses) 

23 

15,084,522 

10,197,036 

180.000 

275.000 

Contributions to provisions 


325.000 

180,000 

25,029,729 

29,213,609 

Total Expenditure 


29,275,118 

22,537,425 

77,979 

0 

NET SURPLUS/(DEFICIT) FOR THE YEAR 


2,722,662 

1,336,072 




21 

-14,981 

0 





2,707,681 

1,336,072 



Appropriations 






TOTAL NET SURPLUS / (DEFICIT) 





Refer to Appendix E(1 ) for explanation of variances 

(NOTE:The income statement has been prepared in accordance in GRAP 1 and the budget formats.) 
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MTHONJANENI MUNICIPALITY 

STATEMENT OF CHANGES IN NET ASSETS 
FOR THE YEAR ENDED 30 JUNE 2007 



Capitalisation 

Government 

Donations & 

Accumulated 

Total 


Reserve 

Grant Reserve 

Public 

Surplus/ 





Contribution 

Reserve 

(Deficit) 



R 

R 

R 

R 

R 

Balance at 30 June 2006 

Refund - Land Sale 

Understated assets 

8,004,655 

9,010,404 

37,703 

13,392,298 

30,445,060 

2004/2005 (Note) 

Net surplus for the year 

Transfer to CRR 




2,707,681 

2,707,681 

Property, plant and equipment purchased 
Capital grants used 
to purchase PPE 
Donated/contributed PPE 

260,504 

4,559,301 



4,819,805 

Contributed to Insurance Reserve 
Insurance claims processed 
Transferto Housing Development Fund 
Assets disposals 

Offsetting of depreciation 

-1,203,244 

-115,939 

-10,794 

1,329,977 


Balance at 30 June 2007 

7,061,915 

13,453,766 

26,909 

17,429,956 

37,972,546 



0 


MTHONJANENI MUNICIPALITY 

CASH FLOW STATEMENT 
FOR THE YEAR ENDED JUNE 2007 



Note 

2007 

2006 



R 

R 

CASH FLOW FROM OPERATING ACTIVITIES 




Cash receipts from ratepayers, government and other 


29,698,498 

27,154,312 

Cash paid to suppliers and employees 


19.452.326 

23.604.969 

Cash generated from operations 

21 

10,246,172 

3,549,343 

Interest received 


1,542,395 

948,144 

Interest paid 




NET CASH FROM OPERATING ACTIVITIES 

(A) 

11,788,567 

4,497,487 

CASH FLOWS FROM INVESTING ACTIVITIES 




Purchase of property, plant and equipment 

5 

-4,819,805 

-1,247,544 

Proceeds on disposal of fixed assets 


0 

0 

Decreases in non-current loans 

7 

0 

67.721 

Increases in investments 


0 

0 

NET CASH FROM INVESTING ACTIVITIES 

(B) 

-4,819,805 

-1,179,823 

CASH FLOWS FROM FINANCING ACTIVITIES 






0 

0 

Net loans raised 


36,570 

45,148 

Increase in consumer deposits 




Increase in Trust Fund 

(C) 

36,570 

45,148 

NET CASH INCREASE/(DECREASE) FROM FINANCING ACTIVITIES (A + B + C) 

7,005,332 

3,362,812 

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR 


6,151,229 

2,788,417 

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 

22 

13,156,561 

6,151,229 


0 




MTHONJANENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 

2007 2006 

R R 


1. ACCUMULATED SURPLUSES 


Rate and General 

10 

11,731,562 

8,481,220 

Electricity 

30 

5.698.394 

4.911.078 

Total Reserves 


17.429.956 

13.392.298 

2. CONSUMER DEPOSITS 

Electricity 

32 

402,843 

390,374 

Other 

33 

87.545 

63.444 

Total Consumer Deposits 


490.388 

453.818 

Consumers who do not own the property are required 

to pay a deposit equating to two months consumption of electricity service. 


3. CURRENT PROVISIONS 

Leave 

34 

109.895 

7.890 

Total Provisions 


109.895 

7.890 

4. CREDITORS 

Trade creditors 

36 

2,155,371 

11,848 

Payments in advance 

37 

1,600,157 

1,584,091 

Unspent Conditional Grants 

38 

4,104,683 

2,791,990 

Other creditors 

Total Creditors 

39 

7.860.211 

4.387.929 


5. PROPERTY, PLANT AND EQUIPMENT 
30th June 2007 


Reconciliation of Carrying 

Land and 

Infrastructure 

Community 

Other 

Total 

Value 

Buildings 

R 

R 

R 

R 

R 

Carrying Values 

253,195 

8,831,782 

4,775,050 

3,192,735 

17,052,762 

at 1 July 2006 


1,228,320 

3,219,117 

372,368 

4,819,805 

Acquisitions 

Depreciation 
based on cost 

based on revaluation 

Carrying value of disposals 
Cost/revaluation 

Accumulated depreciation 
Impairment losses 

Other movements 

Carrying values 


-286,563 


-1,043,414 

-1,329,977 

253.195 

9.773.539 

7.994.167 

2.521.689 

20.542.590 

at 30 June 2007 

Cost 

Revaluation 

Accumulated depreciation 






253,195 

9,773,539 

7,994,167 

2,521,689 

20,542,590 

Cost 


Refer to Appendix B for more detail on property, plant and equipment. 





0 


MTHONJANENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 


2007 

R 


2006 

R 


6. INVESTMENTS 

Financial Instruments 

Short Term Deposits 10 

Call Deposits 30 

Total 

7. NON-CURRENT LOANS 

Melmoth Golf Club 

Less: Current portion of long-term debtors 
Long-term receivables 

Melmoth Golf Club - has been transferred to Sundry Debtors as this 

Loan is to be paid off this year with the net profit from the sale of 

properties which forms part of the Melmoth Golf Clubs lease with the Municipality. 


8. INVENTORY 

Inventory represents consumable store and raw materials at cost 


43 


7,725,204 

2,013,796 

7,725,204 

2,013,796 

9.739.000 

9.739.000 

0 

0 

0 


0 0 

98.451 

112.155 


9. CONSUMER DEBTORS 

Service debtors 


2,685,373 

2,279,322 

Rates 

44 

1,900,980 

1,574,642 

Electricity 

45 

504,125 

490,567 

Refuse 

46 

280,268 

214,113 

Less: Provision for bad debts 

35 

337,763 

237,763 

Total 


2,347,610 

2,041,559 

Rates: Ageing 

Current (0-30 days) 


0 

10,685 

31-60 Days 


782 

0 

61-90 Days 


26,500 

21,425 

91-120 Days 


19,337 

20,309 

150+ 


1,854,361 

1,522,223 

Total 


1,900,980 

1,574,642 

(Electricity, Refuse): Ageing 

Current (0-30 days) 


408,934 

382,241 

31-60 Days 


49,715 

27,172 

61-90 Days 


20,563 

22,716 

91-120 Days 


305,180 

272,551 

Total 


784,392 

704,680 


0 




MTHONJANENI MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS 


FOR THE YEAR ENDED 30 JUNE 2007 



2007 

2006 


R 

R 

Summary of Debtors 30 June 2006 Consumers 



Current (0-30 days) 

408,934 

392,926 

31-60 Days 

50,497 

27,172 

61-90 Days 

47,063 

44,141 

91-120 Days 

324,517 

37,023 

150+ 

1.854.361 

1.778.060 

Sub-total 

2,685,372 

2,279,322 

Less: Provision for bad debts 

337.763 

237.763 

Total debtors by customer classification 

2,347,609 

2,041,559 

10. OTHER DEBTORS 



Sundry Debtors 47 

548.828 

197.992 

The Municipality has the following bank accounts: 



11. BANK BALANCE AND CASH 



Current Account (Primary Bank Account) 



First National Bank - Melmoth 



Account Number 54980006117 



Cash book balance at beginning of year 

6,150,708 

2,787,896 

Cash book balance at end of year 48 

13,156,040 

6,150,708 

Bank statement balance at beginning of year 

6,785,482 

3,375,300 

Bank statement balance at end of year 

13,930,418 

6,785,482 

Cash on hand - Petty cash 49 

521 

521 

Note: needs to be made that First National Bank is the only bank in Melmoth that has 



a Manager in attendance at the branch.Standard Bank has an agency in Melmoth, 



therefore the tender process was not followed through on the primary bank account. 



12. PROPERTY RATES 



Actual 



Residential 

1,853,954 

1,770,358 

Commercial 

692,550 

659,571 

State 

680,993 

648,565 

Municipal 

16,800 

16,000 

Total 

3,244,297 

3,094,494 

Valuations 

July 2007 

July 2006 


R 000’s 

R 000’s 

Residential 

56,654 

56,654 

Commercial 

20,554 

20,554 

State 

26,355 

26,355 

Municipal 

316 

316 

Total Property Valuations 

103,879 

103,879 









MTHONJANENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 

Municipal valuator has been appointed 1 July 2005. In terms of section 33 of Municipal Property Rates Act 
2004. The last valuation came into effect on 1 July 1997. No interims were carried in 2007. A general rate of 
7.62c/R on Land - Building 2.70c/R (2005: 7.33c/Rand 2.60c/R) is applied to property valuations to determine 
assessment rates. Rebates of 20% are granted to state owned property Rates are levied on an annual basis 
with the final date of payment being 28 February 2007. Interest at 18% per annum is levied on outstanding 
rates as well as a 10% collection charge two months afterfinal date of payment. Pensioners received a rebate 
according to their income. 

2007 2006 

R R 


13. SERVICE CHARGES 


Sale of electricity 

1 

4,617,813 

4,188,909 

Refuse removal 

3 

725,448 

668,828 

Total Service Charges 


5,343,260 

4,857,737 


14. GOVERNMENT GRANTS AND SUBSIDIES 

Equitable share 

5 

11,265,774 

11,211,431 

Finance Management 

6 

500,000 

250,000 

Provincial health subsidies 

7 

885,665 

351,710 

Municipal Systems Improvement 

20 

734,000 

0 

Provincial Grants 

21 

1,762,000 

0 

MIG Grants 

22 

3,435,376 

0 

0 

0 

Total Government Grant and Subsidies 


18,582,815 

11,813,141 

Equitable Share 




In terms of the Constitution, this grant is used to subsidise the provi- 
sion of basic services to indigent community members. All registered 
indigence receive an average monthly subsidy of R90 (2006: R90.00), 



which is funded from this grant. 




Provincial Health Subsides 

Balance unspent at beginning of year 


0 

0 

Current year receipts - included in public health vote (see Appendix D) 

885,665 

351,710 

Conditions met - transferred to revenue 




The Municipality renders health services on behalf of the Provincial 
Government and is refunded all of total expenditure incurred. This grant 



has been used exclusively to fund clinic services. 

The conditions of 



the grant have been met. There was no delay or withholding of the 



subsidy. 




15. OTHER INCOME 

Sale of housing 


0 

0 

Other income 


848,475 

715,355 


Total Interest Income 








MTHONJANENI MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS 


FOR THE YEAR ENDED 30 JUNE 2007 




2007 

2006 



R 

R 

16. EMPLOYEE RELATED COSTS 

Employee related costs - Salaries and Wages 

8 

6,143,105 

5,686,249 

Employee related costs - Allowances 

9 

142,775 

178,369 

Employee related costs - Pension 

10 

529,550 

434,519 

Employee related costs - Medical Aid 

11 

233,437 

240,778 

Employee related costs - UIF 

12 

47,546 

41,425 

Employee related costs - Performance Bonus 

19 

195,849 

184,765 

Total Employee Related Costs 


7,292,261 

6,766,105 

17. REMUNERATION OF THE MUNICIPAL MANAGER 

Annual Remuneration (4 Days a week) 


467,746 

441,270 

Performance Bonuses 


70,602 

66,606 

Total 


538,348 

507,876 

Remuneration of the Chief Finance Officer 

Annual Remuneration 


446,723 

395,868 

Performance Bonuses 


64,388 

60,744 

Car Allowance 


0 

0 

Total 


511,111 

456,612 

REMUNERATION DIRECTOR CORPORATE SERVICES 




Annual Remuneration 


395,228 

374,177 

Performance Bonus 


60,859 

57,415 

Total 


456,087 

431,592 

18. REMUNERATION OF COUNCILLORS 

Mayor 

13 

179,311 

85,000 

Deputy Executive Mayor 

14 

124,737 

72,000 

Speaker 

15 

122,974 

72,000 

Mayoral Committee Members 


0 

0 

Councillors 

16 

712,283 

292,000 

Councillors' pension contribution + Medical Aid + Allowances 

17 

662,744 

366,891 

Total Councillors' Remuneration 


1,802,049 

887,891 

In-kind Benefits the Mayor, Deputy Mayor, Speakerand Committee Members are part-time. 

They are provided with an office and secretarial support at the cost of the Council. 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 

CERTIFICATION BY THE MUNICIPAL MANAGER 

I certify that the remuneration of Councillors and in-kind benefits are in accordance with the Public Officer 
Bearers Act and the Minister of Provincial and Local Government's determination in accordance with that Act. 



Signed: Municipal Manager 

19. BAD DEBTS 


Contribution to the bad debt provision 


100,000 

80,000 

Bad debts written off 

18 

0 

0 

Total Bad Debts 


100.000 

80.000 

20. BULK PURCHASES 

Electricity 


3.553.321 

3,039,715 

Total Bulk Purchases 


3.553.321 

3.039.715 

21. CASH GENERATED BY OPERATIONS 

Net surplus for the year 


2,707,681 

1,336,072 

Adjustment for 


0 

0 

Depreciation 


1,329,977 

0 

Gain on disposal of property, plant and equipment 


0 

0 

Contribution to provisions - non-current/Expenditure Against Provisions 

0 

0 

Contribution to provisions - current 


225,000 

100,000 

Contribution to bad debt provision 


100,000 

80,000 

Investment income 


-1,542,395 

-948,144 

Interest paid 


0 

0 

Operating surplus before working capital changes: 


2,820,263 

567,928 

Decrease in inventories 


13,704 

97,472 

Increase in debtors 


-406,051 

-453,191 

Increase in provisions 


202,005 

4,041 

Decrease in other debtors 


-350,836 

138,310 

Increase in conditional grants and receipts 


4,494,804 

1,964,182 

Increase in creditors 


3.472.282 

1.230.601 

Cash generated by operations 


10.246.172 

3.549.343 

22. CASH AND CASH EQUIVALENTS 

Balance at the end of the year 


13,156,561 

6,151,229 

Balance at the beginning of the year 


6.151.229 

2.788.417 

Net increase/(decrease) in cash and cash equivalents 


7.005.332 

3.362.812 

23. GENERAL EXPENSES 


15.084.522 

10.197.036 




MTHONJANENI MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS 


FOR THE YEAR ENDED 30 JUNE 2007 



2007 

2006 


R 

R 

24. CORRECTION OF AN ERROR 

Understated assets 2004/2005 brought to account 

0 

226.002 

25. UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL 



EXPENDITURE DISALLOWED 


0 

0 

26. ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL 

FINANCE MANAGEMENT ACT 

26.1 Contributions to SALGA 

Opening balance 

0 

0 

Council subscriptions 

23,821 

14,554 

Amount paid - current year 

-23,821 

-14,554 

Amount paid - previous years 

0 

0 

Balance unpaid 

0 

0 

26.2 Audit fees 

Opening balance 

0 

0 

Current year audit fee 

219,839 

326,463 

Amount paid - current year 

-219,839 

-326,463 

Amount paid - previous year 

0 

0 

Balance unpaid 

0 

0 

26.3 VAT 

VAT is payable on the invoice basis. 

0 

0 

All VAT returns have been submitted by the due date throughout the year. 


May and June 2007 have been brought to account. 



26.4 PAYE and UIF 

Opening balance 

Current year payroll deductions 

0 

0 

1,292,004 

1,045,273 

Amount paid - current year 

-1,292,004 

-1,045,273 

Amount paid - previous year 

0 

0 

Balance unpaid 

0 

0 

26.5 Pension and Medical Aid Deductions 

Opening balance 

0 

0 

Current year payroll deductions and Council Contributions 

1,444,817 

1,302,441 

Amount paid - current year 

-1,444,817 

-1,302,441 

Amount paid - previous year 

0 

0 

Balance unpaid 

0 

0 
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MTHONJANENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2007 

2007 
R 

26.6 Non-Compliance with Chapter 11 of the Municipal 
Finance Management Act 

The Municipality adopted its supply chain management 
Policy on 15th February 2006 

26.7 Councillor's arrear debtor's 

At year end the following Councillor had arrear account 
outstanding for more than 90 days. 

The arrear amount, has however been paid, had arisen due to 
personal legal processes not been finalised. 

Mayor Mrs.Jiyane 

27. CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure 
-Approved but not yet contracted for 
Infrastructure 
Community 
Heritage 
Other 

Housing Development Fund 
Investment Properties 

Total 


This expenditure will be financed from: 

- External Loans 

- Asset Financing Reserve 

- Government Grant 524,750 0 

- Internal Cash 

- District Council Grants 524.750 0 


524.750 


524.750 


OUTSTANDING 


3.212 


2006 

R 


28. RETIREMENT BENEFITS 

The last statutory valuation of the funds were as follows: 

1. Superannuation 31 March 2006 3,340,019,000 

2. Provident 31 March 2006 420,254,000 

3. Retirement Annuity 31 March 2006 1,147,657,000 

An amount of R1 ,057,015 (2006:R905,049) was contributed by staff 
and Council in respect of retirement funding. These contributions have 
been expensed. 

29. CONTINGENT LIABILITIES 50,000 


219,500,000 

42,758,000 

190,000,000 


33,000 




Eastern Drilling Testing has served a summons on Mthonjaneni Municipality for professional services ren- 
dered and materials supplied. Wynne & Wynne our attorneys are representing us regarding litigation and 
claims. Management has no knowledge of any amount due to the plaintiff, no order or letter of appointment 
has been issured. Management feel confident that this amount is not owing by the Mthonjaneni Municipality. 

30. CONTINGENT ASSETS 0 0 

31. IN KIND DONATIONS AND ASSISTANCE 0 0 

32. PRIVATE PUBLIC PARTNERSHIPS 

There are no Private Public Partnerships 
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MTHONJANENI LOCAL MUNICIPALITY APPENDICES 

APPENDIX A 

ACCUMULATED FUNDS, RESERVES AND PROVISIONS 
FOR THE YEAR ENDED 30 JUNE 2007 



Baiance 

Contributions 

Other 

Expenditure 

Transfers 

Balance 



during the 

income 

during the 




30.06.2006 

vear 


vear 


30.06.2007 

Accumulated Funds 
Capitalisation Reserve 

8.004.655 

260.504 



-1.203.244 

7.061.915 

Govt. Grant reserve 

9.010.404 

4.559.301 



-115.939 

13.453.766 

Donations & Public 

Reserve 

37.703 




-10.794 

26.909 

Accumulative Surplus 

13.392.298 

2.707.681 

1.329.977 



17.429.956 

30.445.060 

7.527.486 

1.329.977 


-1.329.977 

37.972.546 

Provisions 

Leave 

7.890 

225.000 

122.995 



109.895 

Bad Debts 

237.763 

100.000 




337.763 


245.653 

325.000 

122.995 



447.658 


0 
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MTHONJANENI LOCAL MUNICIPALITY APPENDICES 



APPENDIX B 


ANALYSIS OF PROPERTY. PLANT AND EQUIPMENT AS AT 30 JUNE 2007 



COST 


OPENING 

BALANCE 

ADDITIONS 

UNDER 

CONSTRUCTION 

DISPOSALS 

CLOSING 

BALANCE 



UNDER 

STATED 

2006/7 


INFRASTRUCTURE 





DRAINS 







ROADS 

4,073,807 

226,588 




4,300,395 

ELECTRICITY MAINS 

5,021,763 

536,828 




5,558,591 

ELECTRICITY PEAK LOAD EQUIP 

172,664 





172,664 


9,268,234 

763,416 




10,031,650 








COMMUNITY ASSETS 







CLINIC 

656,356 





656,356 

LIBRARIES 

679,977 





679,977 

RECREATION GROUNDS 

815,559 





815,559 

CIVIC BUILDINGS 

2,623,158 

3,684,021 




6,307,179 


4,775,050 

3,684,021 




8,459,071 








HOUSING RENTAL STOCK 







HOUSING RENTAL 1 

253,195 





253,195 


OTHER ASSETS 







LAND 

9657 





9657 

BUILDINGS 







LANDFIL SITES 

143,630 





143,630 

OFFICE EQUIPMENT 

231,432 

81,400 




312,832 

FURNITURE & FITTINGS 

207,030 

4,800 




211,830 

BINS & CONTAINERS 

39 





39 

EMERGENCY EQUIPMENT 

25,224 





25,224 

MOTOR VEHICLES 

1,179,787 

238,754 




1,418,541 

REFUSE TRACTORS 

807,600 





807,600 

COMPUTER EQUIPMENT 

100,377 

27,030 




127,407 

PLANTAND EQUIPMENT 

1,686,278 

20,384 




1,706,662 


4,391,054 

372,368 




4,763,422 








TOTAL 

18,687,533 

4,819,805 




23,507,338 




Explanatory Notes: Appendix B 

This Appendix sets out more information on Property, Plant and Equipment. 

It serves as the reconciliation of Property, Plant and Equipment referred to in GAMAP 17. 
The latest approved budget must also be included in this Appendix as illustrated. 
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ACCUMULATED DEPRECIATION 

OPENING 

BALANCE 

ADDITIONS 

DISPOSALS 

CLOSING 

BALANCE 

CARRYING 

VALUE 

BUDGET 

ADDITIONS 

2007 













257,928 


257 928 

4,042,467 

225,000 

366,119 

276,121 


642,240 

4,916,351 

600,000 

70,333 

10,442 


80,775 

91,889 


436,452 

544,491 


980,943 

9,050,707 

825,000 

















656,356 






679,977 






815,559 






6,307,179 

3,358,959 





8,459,071 

3,358,959 

















253,195 


- 













9657 












143,630 


61,745 

32,952 


94,697 

218,135 

71,750 

27,677 

20,751 


48,428 

163,402 


17 

7 


24 

15 


3,583 

1,784 


5,367 

19,857 


179,971 

175,901 


355,872 

1,062,669 

280,000 

79,350 

58,176 


137,526 

670,074 


23,369 

31,671 


55,040 

72,367 


822,607 

464,244 


1,286,851 

419,811 


1,198,319 

785,486 


1,983,805 

2,779,617 

351,750 







1,634,771 

1,329,977 


2,964,748 

20,542,590 
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MTHONJANENI LOCAL MUNICIPALITY APPENDICES 

APPENDIX C 


SEGMENTAL ANALYSIS OF PROPERTY, PLANTAND EQUIPMENT 
ASAT30 JUNE 2007 


Cost 


Executive & Council 

Opening 

Balance 

Additions 

Under 

Construction 

Disposals 

Closing 

Balance 


Finance & Admin 

3.107.276 

205.577 



3.312.853 


Plannina & Develooment 

2.212.948 

3.910.609 



6.123.557 


Health 

656.356 

20.384 



676.740 


Communitv & Social Services 

807.699 

27.030 



834.729 


Housina 

253.195 




253.195 


Public Safetv 

253.953 




253.953 


SDort & Recreation 

815.559 




815.559 


Public ImDrovement Fund 

9.657 




9.657 


Waste Manaaement 

209.921 




209.921 


Road TransDort 

5.166.542 

119.377 



5.285.919 


Sub-Total 

13.493.106 

4.282.977 

0 

0 

17.776.083 


Electricitv 

5.194.427 

536.828 



5.731.255 


Total 

18.687.533 

4.819.805 

0 

0 

23.507.338 










EXPLANATORY NOTES: APPENDIX C 

This is a segmental analysis of Property, Plant and Equipment. The standard GFS classifications set out in the 
Budget Reforms have been used. However, the segments used can be the organisational structure of the 
Municipality. The totals of Appendix C must agree to those in Appendix B. 

APPENDIX D 

SEGMENTAL INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2007 


2006Actual Income 2006Actual Expenditure 2006Actual Surplus (Deficit) 

R R R 


3.094.494 

0 

3.094.494 




10.347.585 

8.462.250 

1.885.335 

351.710 

480.522 

-128.812 

1.100.000 

5.080.891 

-3.980.891 

1.814.064 

1.623.283 

190.781 




3.199 

236.280 

-233.081 

240.000 

321.243 

-81.243 

1.325.170 

1.167.107 

158.062 

41.100 

0 

41.100 

5.556.175 

5.165.849 

390.326 


23.873.497 22.537.425 1.336.071 


23.873.497 22.537.425 1.336.071 


EXPLANATORY NOTES: APPENDIX D 

This is a segmental income statement. The standard GFS classifications set out in the Budget Reforms have been used. 



Accumulated Depreciation 


Opening 

Balance 

Additions 

Disposals 

Closing 

Balance 

Carrying 

Value 

896.417 

563.211 


1.459.628 

1 .853.225 

30.513 



30.513 

6.093.044 


11.954 


11.954 

664.786 


74.472 


74.472 

760.257 




0 

253.195 

12.068 

51.031 


63.099 

190.854 




0 

815.559 




0 

9.657 


31.882 


31.882 

178.039 

240.569 

310.864 


551.433 

4.734.486 

1 . 179.567 

1 . 043.414 

0 

2 . 222.981 

15 . 553.102 

455.204 

286.563 


741.767 

4.989.488 

1 . 634.771 

1 . 329.977 

0 

2 . 964.748 

20 . 542.590 







0 


0 


2007 Actual Income 2007 Actual Expenditure 2007 Surplus (Deficit) 


1 Assessment Rates 
A1 Executive and Council 
A5 Finance & Admin 
C1 Health 

B1 Community & Social Services 
B5 Public Safety 
C5 Road Transport 

6 Sport & Recreation 

7 Environmental Protection 
D1 Waste Management 

9 Cemetery 
D5 Electricity 

Sub Total 

Less: Inter-Dep Charges 
TOTAL 


R R R 


3.244.297 

0 

3.244.297 

1.633.431 

2.798.239 

-1.164.808 

7.776.013 

5.623.582 

2.152.432 

885.665 

653.977 

31.687 

4.882.854 

7.561.513 

-2.678.660 

270.000 

338.450 

-68.450 

5.576.105 

5.559.053 

17.052 







1.405.448 

917.089 

488.359 

6.323.968 

5.823.215 

500.753 

31 . 997.781 29 . 275.118 2 . 722.662 


31 . 997.781 29 . 275.118 2 . 722.662 


However, the segments used can be the org anisational structure of the Municipality. 



MTHONJANENI LOCAL MUNICIPALITY APPENDICES 

APPENDIX E.1 

ACTUAL VERSUS BUDGET FOR THE YEAR ENDED 30 JUNE 2007 

REVENUE 2007 2007 

Actual (R) Budget (R) 


ProDertv rates 

1 

3.244.297 

3.240.000 


ProDertv rates - oenalties imDosed and collection charaes 

2 

301.756 

270.000 


Service charaes 

3 

5.343.260 

5.401.000 


Rental of facilities and eauiDment 

4 

344.826 

382.000 


Interest earned - external investments 

5 

1.542.395 

850.000 


Fines 

6 

163.363 

70.000 


Licences and permits 

7 

1.626.593 

1.620.000 


Income for aaencv services 




Government arants and subsidies 

8 

18.582.815 

16.712.009 


Other income 

9 

848.475 

668.600 


Public contributions, donated/contributed 




Gains on disDosal of DroDertv. Dlant and eauiDment 




Total Revenue 

31.997.779 

29.213.609 


EXPENDITURE 




Emplovee related costs 

10 

7.292.261 

7.405.149 


Remuneration of Councillors 

11 

1.802.049 

1.805.772 


Bad Debts 

12 

100.000 

100.000 


Collection Costs 

13 

40.623 

60.000 


Depreciation 




Repairs and Maintenance 

14 

881.286 

1.098.000 


Interest on external borrowinas 




Bulk Durchases 

15 

3.553.321 

3.410.000 


Contracted services 

19 

296.056 

297.156 


Grants and subsidies paid 

16 

830.000 

830.000 


General exDenses - other (includina abnormal exDenses) 

17 

14.254.522 

14.032.532 


Contributions to/provisions 

18 

225.000 

175.000 


Loss on disDosal of DroDertv. Dlant and eauiDment 




Total Expenditure 

29.275.117 

29.213.609 


NET SURPLUS / (DEFICIT1 FOR THE YEAR 

2.722.662 

0 



Appropriations 

TOTAL NET SURPLUS / (DEFICIT) 


-14,981 

2,707,681 







2007 2007 Explanation of Significant Variances 

Variance (R) Variance (%) greater than 10% versus Budget 


-4.297 

0.13 


-31.756 

-61.00 

Additional Income 

57.740 

-1.07 


37.174 

-9.73 


-692.395 

81.46 

Procurement Plannina 

-93.363 

133.38 

Law Enforcement Enhanced 

-6.593 

0.41 


0 



-1.870.806 

11.19 

R1400 000 iro 2007/08 MIG Grants 

-179.875 

26.90 

Various 

0 



0 



-2.784.170 

-9.53 





112.888 

-1.52 


3.723 

-0.21 


0 

0.00 


19.377 

-32.30 

Collection of Leaal Fees 

0 



216.714 

-19.74 

Procurement Plannina 

0 



-143.321 

4.20 


1.100 

-0.37 


0 

0.00 


-221.990 

1.58 


-50.000 

28.57 

Additional Leave Provision 




-61.508 

0.21 


2.722.662 









# 
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MTHONJANENI LOCAL MUNICIPALITY APPENDICES 

APPENDIX E .2 ACTUAL VERSUS BUDGET FOR THE YEAR ENDED 30 JUNE 2007 



2007 

Actual 

2007 

Under 

Construction 

2007 

Total 

Additions 

2007 

Budget 



R 

R 

R 

R 


Land and Buildinas 






Land 






Buildinas 






Infrastructure 






Drains 






Roads 

226.588 


226.588 

225.000 


Beach ImDrovements 






Seweraae Mains & Purification 






Electricitv Mains 

536.828 


536.828 

600.000 


Electricitv Peak Load EauiD 






Water Mains & Purification 






Reserviors - Water 






Water Meters 






Water Mains 






C ommunitv Assets 






Parks & Gardens 






Libraries 






Recreation Grounds 






Civic Buildinas 

3.684.021 


3.684.021 

3.358.959 


Heritaae Assets 






Historical Buildinas 






Paintina & Art Galleries 






Housina Rental Stock 






Housina Rental 1 






Housina Rental 2 






Leased Assets flnfrastructure) 






Seweraae Mains & Purifv 






Other Assets 






Land 






Buildinas 






Landfill sites 






Office EauiDment 

81.400 


81.400 

71.750 


Furniture & Fittinas 

4.800 


4.800 



Bins and Containers 






Emeraencv EauiDment 






Motor Vehicles 

238.754 


238.754 

280.000 


Fire Enaines 






Refuse Tankers 






ComDuter EauiDment 

27.030 


27.030 



Councillors Reaalia 






Conservancv tankers 






Plant & EauiDment 

20.384 


20.384 



Refuse Tractor 






Refuse Trailer 






Total 

4.819.805 


4.819.805 

4.535.709 
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2007 

Variance 

2007 

Variance 

Explanation of Significant Variances 
Greater than 5% versus Budget 

R 

% 

(ExDlanations to be recorded) 
















-1.588 

0.71 








63.172 

10.53 

Sufficient CaDital 




























-325.062 

9.68 

Allocation of LED Exoenditure 





































-9.650 

13.45 

Re-allocate CaDital 

-4.800 


Re-allocate CaDital 







41.246 

14.73 

Tender Drocess 







-27.030 


Financed Librarv Grant 







-20.384 


Re-allocate CaDital 







-284.096 
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MTHONJANENI LOCAL MUNICIPALITY APPENDICES 


APPENDIX F 

STATISTICAL INFORMATION FOR THE YEAR ENDED 30 JUNE 2007 


2007 


GENERAL STATISTICS 



Population 

56.000 

56.000 

Reaistered Voters 

18.757 

18.757 

Area (km21 

1008km 

1008km 

Total Valuations: 



Non Rateable (R000) 

6.975 

6.975 

Rateable (R000) 

103.879 

103.879 

Valuation date: 1 Julv 1997 



Number of ProDerties: 



Residential 

1.670 

1.670 

Commercial 

78 

78 

Assessment Rate: Basic (Per Randt = Land 

7.33C/R 

7.62C/R 

= Buildinq 

2.60C/R 

2.70C/R 

Rebate: Residential & State 

1% 

0.69% 

Number of Emplovees 

74 

76 


ELECTRICITY STATISTICS 



Units (KWH 1 ) Purchased (0001 

14.348 

16.257 

Jnits (KWH 1 ) Sold (0001 

13.421 

14.426 

Jnits (KWH) Lost in Distribution + Street 



-iahts (0001 

927 

1.831 

3 ercentaae Lost in Distribution 

6.46% 

11.26% 

Cost oer Unit Sold 

20 c 

22 c 

Income Der Unit Sold 

30 c 

31 c 


NOTE 

Pensioners 

State 

Cost per unit 
Income per unit 


11 269 
166 725 

177 994 % of Total R & G Income of R25 673 811 
R3 443 006 + units 16 257 000 
R4 525 817- units 14 426 000 
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MTHONJANENI LOCAL MUNICIPALITY APPENDICES 

APPENDIX G 

DISCLOSURES OF GRANTS AND SUBSIDIES 

IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 AS AT JUNE 2007 


Name of 
Grants 

Name of origin 
of state or 
municipal 
entity 

Grant and Subsidies Received Quarterly 
Reports 

Quarterly Expenditure 

Mar-06 

June 

Sept 

Dec 

Mar-07 

Mar-06 

June 

Sept 

Dec 


MFMA 

TREASURY 



500 



26 

222 

30 

94 


HEALTH 

PROV. 

85 

97 

99 

503 

124 

85 

97 

99 

503 


LUMS 

PROV. 




30 


1 

73 




PMS 

PROV. 




50 

50 




14 


MDPCB 

PROV. 




95 







IDP 

PROV. 




50 


59 

7 

31 



MSIG 

TREASURY 

367 


367 

367 


92 

30 

48 

155 


DISCB 

PROV. 




150 

150 






VALUATIONS 

PROV. 




100 



61 

9 

95 


MFMA 

PROV. 









30 


l/DEP. MON. 

PROV. 






43 

42 




MAP 

TREASURY 








25 

207 


PROJ. CONS. 

TREASURY 






57 

6 

1 

42 


PROJ. CONS. 

PROV. 




100 



3 




PROJ. CONS. 

PROV. 




150 







PROJ. CONS. 

PROV. 




250 







PROJ. CONS. 

PROV. 




137 







MIIP 

PROV. 





200 






REDS 

PROV. 





150 








452 


867 

1479 

550 

363 

444 

144 

637 



This excluded Equitable Share. 







Grants and Subsidies delayed/withheld 

Reason for 
delay/ 
withholding 
of funds 

Did your 
Municipality 
comply with 
the grant 
conditions 
in terms of 
grant 

framework 
in the latest 
Division of 
Revenue Act 

Reason for 

non- 

compliance 


Mar-07 

March 

June 

Sept 

Dec 

March 


Yes/No 


92 







Yes 


124 







Yes 









Yes 


20 







Yes 









Yes 


21 







Yes 


49 







Yes 









Yes 


6 







Yes 


19 







Yes 









Yes 


110 







Yes 









Yes 









Yes 


1 







Yes 


12 







Yes 


1 







Yes 


3 







Yes 









Yes 


334 














MTHONJANENI LOCAL MUNICIPALITY 

TRIAL BALANCE AS AT 30 JUNE 2007 



2006 2006 2007 2007 

DEBIT CREDIT DEBIT CREDIT 

Fixed Assets 

18,052,762 


20,542,590 


PROVISIONS AND RESERVES 

Leave 


7,890 


109,895 

Bad Debts 


237,763 


337,763 

Assets Financing Reserves 


18,052,762 


20,542,590 


Unappropriated Surplus 


13,392,298 


17,429,956 


Cash on Hand 

521 


521 


Cash at Bank 

6,150,708 


13,156,040 


DEPOSITS 

Electricity 


390,374 


402,843 

Other 


63,444 


87,545 


Creditors 


4,387,929 


7,860,211 


External Investments 

9,739,000 


9,739,000 


Internal Investments 





Inventory 

112,155 


98,451 


Sundry Debtors 

2,477,314 


3,234,201 



36,532,460 

36,532,460 

46,770,803 

46,770,803 
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MTHONJANENI LOCAL MUNICIPALITY APPENDICES 

TRANSACTIONS FOR 
THE YEAR 

The following accounting transactions (in summarised form) occurred during the 2006/2007 
financial year (all payments were made through the creditor’s account, except where stated 
otherwise; all income raised through the debtors’ account, except where stated otherwise). 

OPERATING EXPENDITURE 


Salaries, Wages and Allowances 

7,292,261 

Councillors Allowances 

1,802,049 

General Expenses 

10,550,273 

Repairs and Maintenance 

998,442 

Collection Costs 

40,623 


Contribution (from operating account) Fixed Assets 

4,713,148 

Contribution (from operating account) to 


- Leave Provision 

225,000 

- Bad Debt Provision 

100,000 

Eskom - Electricity Purchases 

3,553,321 


29,275,117 

OPERATING INCOME 



Assessments Rate Income 

3,244,297 

Income from Services (tariffs, service charges, etc) 

10,170,667 

Government Grants and Subsidies Received 

18,582,815 


31,997,779 







